PROCEEDING BEFORE THE HONORABLE ALLAN L. MCVEY
INSURANCE COMMISSIONER
STATE OF WEST VIRGINIA

IN RE:
LOWES HOME CENTERS LLC

ADMINISTRATIVE PROCEEDING #
18-AP-MCSI-62001

AGREED ORDER ADOPTING REPORT OF
SELF.INSURED COMPLIANCE AUDIT, DIRECTING
CORRECTIVE ACTION AND ASSESSING PENALTY

NOW COMES The Honorable Allan L. McVey, Insurance Commissioner of the State of
West Virginia. and issues this Agreed Order which adopts the Report of Self-Insured Compliance
Audit, directs corrective action and assesses a penalty. The Agreed Order is a result of findings
in the Report of Self-insured Compliance Audit for the examination of LOWES HOME CENTERS
LLC for the audit period ending March 31, 2018, based upon the following, to wit:

PARTIES

1. The Honorable Allan L. McVey is the insurance Commissioner of the State of West
Virginia (hereinafter "Insurance Commissioner”) and is charged with the duty of administering and
enforcing, among other duties, the provisions of Chapter 33 and 23 of the West Virginia Code, as
amended, including all Code of State Rules.

2. LOWES HOME CENTERS LLC is a corporation authorized to transact and conduct
its workers' compensation affairs in a self-insured capacity in West Virginia pursuant to the
provisions of W. Va. Code §23-2-9.

3. This self-insured audit was conducted and instituted as resuit and per the authority
of W.Va. Code §33-2-8, W.Va, Code §23-2-9, W.Va. Code §23-2C-22, W.Va. Code §33-2-21 and
W.Va. Code R.§85-18-1, f seq.

FINDINGS OF FACT

1. A Seif-lnsured Compliance Audit concerning the operational affairs of LOWES



HOME CENTERS LLC for the pericd ending March 31, 2018, was conducted in accordance with
W.Va. Code §33-2-9, W.Va. Code §23-2-9, W.Va. Code §23-2C-22, W.Va. Code §33-2-21 and
W.Va. Code R. §85-18-1, et seq. by auditors duly appointed by the Insurance Commissioner. The
Self-insured Compliance Audit of the Self-insured Emplover began on May 14, 2018 and
concluded on June 28, 2018.

2. On August 7, 2018, the examiner filed with the Insurance Commissioner, pursuant
to W. Va. Code § 33-2-9(j) (2), a Self-Insured Compliance Audit Report.

3. A true copy of the Report of Self-Insured Compliance Audit was sent to LOWES
HOME CENTERS LLC, along with this Agreed Order Adopting Report of Self-Insured Compliance
Audit and Directing Corrective Action.

4. LOWES HOME CENTERS LLC was notified pursuant to W. Va. Code § 33-2-9(})) (2)
that it had thirty (30) days after receipt of the Self-Insured Compliance Audit Report to file a
submission or objection with the insurance Commissioner, or it could enter into this Agreed Order
if it had no objections to the Self-insured Compliance Audit Report.

5. The Self-Insured Compliance Audit Report focused on the methods used by the Seif-
nsured Employer to manage its operations for each of the business areas examined which
includes how the Self-Insured Employer complies with West Virginia statutes and rules.

8. The exam discovered hine (9) areas where there was not one hundred percent
compliance.

7. LOWES HOME CENTERS LLC agreed to enter into this Order,

8. LOWES HOME CENTERS LLC hereby waives additional notice and review of the
Seif-Insured Compliance Audit Report, notice of administrative hearing, any and all rights te an
administrative hearing and to appellate review of any matters contained herein this Agreed Order.

CONCLUSIONS OF LAW
1. The Insurance Commissioner has jurisdiction over the subject matter of and the

parties to this proceeding.



2. This proceeding is pursuant to and in accordance with W.Va. Code §33-2-9, W.va.
Code §23-2-9, W.Va. Code §23-2C-22, W.Va. Code §33-2-21 and W.Va. Code R. §85-18-1, et
seq.

3. That LOWES HOME CENTERS LLC has incurred violations of W. Va. Code
andfor W. Va. Code of States Rules as detailed in the Report of Self-Insured Compliance Audit
including but not limited to:

{A.) Claims_Standard B1 (Twenty-three (23) viclations) — The Self-lnsured

Employer did not issue an initial ruling letter as required by West Virginia law. W.Va. Code §23-
4-1c and W.Va. Code R. §85-1-10.1.

(B.) Claims Standard C1 (Nineteen (79) violations) -~ The Self-Insured Employer

did not issue Temporary Total Disability award letters as required by W.Va. Code §23-5-1.

(C.) Claims Standard C3 (Fifteen (15) violations) ~ The Self-Insured Employer did

not calculate and pay indemnity payments as required by Informational Letter 162A. This resulted
in underpayments in violation of W.Va. Code §23-4-14{b){2).
(D.} Claims Standard C4 (Nineteen (19) violations) — The Self-Insured Employer

did not issue letters closing temporary total disability benefits as required by W.Va, Code §§23-
5-1, 23-4-7a and 23-4-22.

{E.) Claims Standard J1 (Twenty-three {23) violations) — The Self-Insured

Employer failed to issue a ruling letter in twenty-three {23) denied claims in violation of W.Va.
Code §23-4-1-c.

(F.) Claims Standard J4 (One (1) violation) - The Seif-Insured Employer did not

issue a denial rufing letter with the protest language as required by W.Va. Code §8§23-5-1(b)(1)
and 23-4-3(f) and W.Va. Code R. §§85-1-7.2 and 85-21-10.20.

{G.} Claims Standard M3 (Thirty (30) violations) — The Self-Insured Employer did

not report closure of the claim as required by W.Va. Code §23-2C-5(c)(8) and W.Va. Code R.

§85-2-1 et. seq. and West Virginia Offices of the Insurance Commissioner's Electronic Data



tnterchange (EDH Implementation Guide.

4. The Insurance Commissioner is charged with the responsibility of verifying continued
compliance with West Virginia Code and the West Virginia Code of State Rules by LOWES HOME
CENTERS LLC as well as ali other provisions of state law that LOWES HOME CENTERS LLC is
subjected to by virtue of its self-insured workers' compensation status in the State of West
Virginia.

5. The Insurance Commissioner has determined that LOWES HOME CENTERS LLC
failed to fully remediate claims deficiencies identified in a 2016 Market Conduct Examination. in
particutar, three claims did not have proper SROI reporting and one medical only claim did not
have a decision letter issued.

6.  Any Conclusion of Law that is more properly a Finding of Fact is hereby incorporated
as such and adopted in the previous section.

ORDER

Pursuant to W. Va. Code § 33-2-9(j){3){A)}, foliowing the review of the Seif-Insured
Compliance Audit Report, the examination work papers, and LOWES HOME CENTERS LLC's
Response thereto, if any. the Insurance Commissioner and LOWES HOME CENTERS LLC have
agreed to enter into this Agreed Order adopting the Seif-Insured Compliance Audit Report. The
Parties have further agreed to the imposition of corrective action and an administrative penaity
against LOWES HOME CENTERS LLC as set forth below.

It is accordingly ORDERED as foliows:

(A) The Self-Insured Compliance Audit Report of LOWES HOME CENTERS LLC for
the period ending March 31, 2018, is hereby ADOPTED and APPROVED by the Insurance
Commissioner.

(B) it is ORDERED that LOWES HOME CENTERS LLC wilt endeavor to comply with
the recommendaticns in the Report of Self-Insured Compliance Audit adopted herein.

{C) It is further ORDERED that LOWES HOME CENTERS LLC shall continue to



monitor its compliance with the West Virginia Code, the West Virginia Code of State Rules and
all laws it is subject thereto.

{ LOWES HOME CENTERS LLC shall specifically cure those violations and
deficiencies identified in the Seif-insured Claims Audit Report including providing appropriate
restitution (where applicable) or other immediate handling of the issue so as to bring the violations into
compliance and conformity with the Commissioner’s findings, recommendations and any applicable
law(s) to the extent the same has not already been completed and/or accomplished. LOWES HOME
CENTERS LLC shall review its entire popudation of indemnity payments in West Virginia and ensure the
benefit amounts have been calculated correctly and provide appropriate restitution,

{E) it is further ORDERED that LOWES HOME CENTERS LLC shall file a Corrective
Action Plan which will be subject to the approval of the Insurance Commissioner. The Corrective Action
Plan shall detail LOWES HOME CENTERS LLC'S changes to its procedures and/or internal policies
to ensure compliance with the West Virginia Code and West Virginia Code of State Rules. It shall further
incorporate all recommendations of the Insurance Commissioner's examiners and address ali violations
specifically cited in the Self-insured Compliance Audit Report. The Comective Action Plan outlined in
this Order must be submitted to the Insurance Comrmissioner for approval within thirty (30) days of the
entry date of this Agreed Order. LOWES HOME CENTERS LLC shall implement reasonable changes
to the Corrective Action Plan if requested by the Insurance Commissioner within thirty {30) days of the
tnsurance Commissioner's receipt of the Corrective Action Plan. The insurance Commissioner shall
provide notice to LOWES HOME CENTERS LLC if the Corrective Action Plan is disapproved and the
reascns for such disapproval within thirty (30) days of the Insurance Commissioner's receipt of the
Corrective Action Plan.

{F) The Insurance Commissioner has determined and it has been agreed by LOWES
HOME CENTERS LLC and therefore, it is hereby ORDERED that LOWES HOME CENTERS

LL.C shall pay an administrative penaity of Ten Thousand Doliars ($10,000.00) to the State of

West Virginia for non-compliance with the West Virginia law as described herein, The payment



of this administrative penaity is in lieu of any other regulatory penaity and is due within THIRTY
{30) calendar days upon execution of this Crder.

(G) it is finally ORDERED that all such review periods, statutory notices, administrative
hearings and appeilate rights are herein waived concerning this Self-Insured Compliance Audit
Report and Agreed Order. All such rights are reserved by the Parties regarding any future action
taken, if any, on such Agreed Order by the Insurance Commissioner against LOWES HOME

CENTERS LLC

Entered this _/¢ £ day of 4 ’Z;’&f’/u , 2018,

Sl w1 ey

The Honorable Allan L. McVey /7
Insurance Commissioner
State of West Virginia

REVIEWED AND AGREED TO BY:

On Behalf of LOWES HOME CENTERS LLC:

By: '7;'; 50}’)[0(2.: b?r’k

[Print Name]
its:
Signat@%
Dated:




Report of Self-Insured Claims Compliance Examination

As of 3/31/2018

Lowe’s Home Centers, LLC
1000 Lowe’s Boulevard
Mooresville, NC 28117

TPA
Sedgwick Claims Management Services, Inc.

Examination Number: 18-MCSI-02001

Date Prepared:
August 7, 2018
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August 7, 2018

The Honorabie Alan McVey

West Virginia Insurance Commissioner
900 Pennsylvania Avenue

Charleston, West Virginia 25305

Dear Commissioner McVey:

Pursuant to your instructions and in accordance with West Virginia Code §§33-2-9, 33-2-10(b),
33-2-21(a), 23-1-1, 23-2-9(b)(1) & (2), §23-2C-22 and West Virginia Code of State Rules Title 85,
a Market Conduct examination has been made for the period of 1/1/2015 through 03/31/2018 of
the business affairs of
Lowe’s Home Centers, LLC
1000 Lowe’s Boulevard
Mooresville, NC 28117

hereinafter referred to as the “Self-Insured Employer.” The following report of the findings of
this examination is herewith respectfully submitted.



EXECUTIVE SUMMARY

This Self-Insured Market Conduct Compliance Examination (“examination”) was initiated to
determine the compliance of Lowes’s Home Centers, LLC with the West Virginia statutes, rules
and regulations governing the seif-administration of workers’ compensation ciaims.

The examination work related to Lowe’s Home Centers LLC began on May 14, 2018 and
concluded June 28, 2018. Lowe’s maintains an electronic environment; the majority of the
examination work was conducted by electronic virtual private network through the Third-Party
Administrator’s (“TPA’s”), Sedgwick Claims Management Services, Inc. computer systems.

The following are areas of concern:

B1- Twenty- three (23) compensable claims had no initial ruling letter issued in violation of
W.Va. Code §§23-4-1c (a) and (b) and & W.Va. Code R. §85-1-10.1.

C1- Nineteen (19) claims did not receive a proper notification of a TTD award in violation of
W.Va. Code §23-5-1.

C3- For fifteen claims (15) claims, the Company did not calculate and pay indemnity payments
in accordance with Informational Letter 162A. The examiner found each had underpayments
to the claimant, in violation of W.Va. Code §23-4-14(b)(2)

C4- For nineteen (19) claims the Company did not issue temporary total disability closure
letters in accordance with W.Va. Code §§23-5-1.

J4- The protest language was not included on the denial letter for one (1) denied claim in
violation of W. Va. Code §§23-5-1(b)(1) and 23-4-3(f) and W. Va. Code R. §§85-1-7.2 and 85-
21-10.2b]

M3- In thirty (30) claims the Company did not report closure of the claim in violation of
W.Va. Code §23-2C-5(C)(8) and W.Va. Code R. §85-2-1 Et Seq. and West Virginia Offices of the
Insurance Commissioner’s Electronic Data Interchange (“EDI”) Implementation Guide.
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